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Comments on Watson Wyatt Worldwide’s Three-Year 
Business Plan Review 

 
Introduction This document provides an analysis of Watson Wyatt Worldwide’s 

(WW) comments on the health objectives in the CalPERS Three-Year 
Business Plan. 
 
Health Benefits Branch (HBB) staff developed the health objectives in 
the CalPERS Three-Year Business plan using the “SMART” 
framework.  “SMART” objectives are specific, measurable, achievable, 
realistic, and timely. 

 
Objective 1.3 
(enterprise 
objective) 

Objective 1.3:  By June 30, 2008, complete the development of a 
Health Information Technology strategy to achieve universal electronic 
data exchange amongst and within all CalPERS health plans within 
three years. 
 
WW comments:  Objective 1.3 recommends developing a strategy to 
achieve universal electronic data exchange within three years.  
Funding will be a critical issue.  The timing is very aggressive.  Should 
the objective further and specifically address assessing cost and 
sources of financing, and reconsider the timing? 
 
Analysis:  Objective 1.3 is the starting point for CalPERS to set goals 
toward achieving universal electronic data exchange.  As CalPERS 
implements the strategy and develops a concrete roadmap, we will 
expand the timeframe if needed.   

 
Goal X 
Statement of 
Intent (WW 
refers to 
Section X) 

Statement of Intent:  Enrollees and employers contract with CalPERS 
for health and benefit products.  CalPERS health benefit products will 
address our customers’ needs for affordable and adequate products.  
For employers, adequacy and affordability may be defined in terms of 
the total compensation package they need to offer in order to attract 
and retain employees.  For enrollees, adequacy may be defined in 
terms of choice among different benefit products that address their 
economic and personal health care situation.  Unlike the Pension area, 
CalPERS is charged with developing and designing the health benefit 
products it offers to its customers.  Further, these health benefit 
products are offered in a competitive marketplace where alternative 
health benefit products exist. 

Continued on next page 
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Comments on Watson Wyatt Worldwide’s Three-Year 
Business Plan Review, Continued 

 
Goal X 
Statement of 
Intent (WW 
refers to 
Section X) 
(continued) 

WW comments:  It might make sense to explicitly point out that, to 
some extent, the market will determine affordability of health 
programs, since they are offered in a competitive marketplace (the 
inference is there, but this is not spelled out)? 
 
Analysis:  The introduction to Goal X emphasizes that CalPERS must 
design health benefit products that are competitive in the marketplace 
or risk losing members and employers to alternative products.  It isn’t 
necessary to explicitly point out that the marketplace will determine the 
affordability of health programs.  To remain competitive, CalPERS 
must design health programs that balance market conditions with 
quality, cost, and employer and member needs. 

 
Objective 10.3 Objective 10.3:  By December 31, 2009, maintain an average annual 

Health Maintenance Organization (HMO) cost trend lower than 
comparable large health care purchasers. 
 
WW comments:  Objective 10.3 may be challenging, unless 
CalPERS’ costs are adjusted for demographics and unless California-
based plans are used as comparators.  In the latter case, are there 
any “comparable large health care purchasers?” 
 
Analysis: 
Objective 10.3 simply compares the CalPERS average annual HMO 
basic premium increase with the national average HMO premium 
increase for other comparable firms based on third party surveys. 

 
Objectives 
10.4 and 10.5 

Objective 10.4:  By December 31, 2009, 90 percent of members 
surveyed rate the value of CalPERS Health Benefits Program in the 
survey’s top two ratings. 
 
Objective 10.5:  By December 31, 2010, 90 percent of employers 
surveyed rate the value of CalPERS Health Benefits Program in the 
survey’s top two ratings. 
 
WW comments:  We understand why 10.4 and 10.5 were split into 
two separate objectives, but it’s unclear why there would be two 
different deadlines for completion. 

Continued on next page 
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Comments on Watson Wyatt Worldwide’s Three-Year 
Business Plan Review, Continued 

 
Objectives 
10.4 and 10.5 
(continued) 

Analysis: 
• Objective 10.4 uses the 2006 member survey as its baseline.  

CalPERS is retaining the 2009 deadline because by 2009 we will 
have 2006, 2007, and 2008 data. 

• Objective 10.5 does not have a baseline employer survey.  
CalPERS will use the 2008 employer survey as the baseline, and 
extend the deadline to 2010 to have two years of data. 

 
Single third-
party 
administrator  

WW comments:  There are two comments about the single third-party 
administrator (STPA) 
• If CalPERS is seriously exploring an STPA approach, should there 

be a specific objective in Section X? 
• If CalPERS is not exploring an STPA approach, or even if it is, 

should there be a separate objective on evaluating and 
implementing best-in-class programs for health & disease 
management in Section X? 

 
Analysis: 
• Goal X focuses on providing programs that are competitive and 

valued by employers and members.  STPA is a strategy for 
achieving Goal X, it is not an objective. 

• Health and disease management objectives fit better under Goal 
XII, and the objectives must be “SMART.” 

 
Goal XI (WW 
refers to 
Section X) 

Objective 11.2:  By December 31, 2009, increase the number of 
surveyed members making a healthy lifestyle change by 5 percent 
over the 2006 survey baseline. 
 
Objective 11.3:  By December 31, 2009, 20 percent of surveyed 
members with chronic diseases successfully self-manage their 
disease. 
 
WW comments:  There are a number of somewhat vague terms in 
these objectives, such as “successfully self-manage diseases” and 
“making a healthy lifestyle change.”  All of these bullets could be made 
more specific in terms of defining the objectives and addressing how it 
will be measured. 

Continued on next page 
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Comments on Watson Wyatt Worldwide’s Three-Year 
Business Plan Review, Continued 

 
Goal XI (WW 
refers to 
Section X) 
(continued) 

Analysis: 
Objectives 11.2 and 11.3 rely on data collected from the annual 
CalPERS Health Plan Member Satisfaction Survey.  To ensure 
accurate representation of member responses, the terms used in the 
member satisfaction survey match the terms used in the objectives 
and in health plan informational materials. 

 
Objective 11.4 Objective 11.4:  By June 30, 2009, all CalPERS contracting health 

plans will implement an incentive program to encourage members to 
make healthier lifestyle choices. 
 
WW comments:  Revise Objective 11.4 to read “By June 30, 2009, 
develop a health management incentive strategy and implement an 
incentive program to encourage members to make healthier lifestyle 
choices.”  Removal of reference to the health plans will give CalPERS 
additional flexibility to implement incentives with other vendor partners 
(such as a carve out disease management vendor). 
 
Analysis: 
The CalPERS Board suggested Objective 11.4 to hold our health 
plans accountable for wellness programs.  The objective does not limit 
CalPERS’s ability to implement incentives with other vendor partners. 

 
Objective 11.5 Objective 11.5:  By December 31, 2011, increase the number of 

employers who proactively promote employee participation in healthy 
lifestyle incentive programs by 10 percent over the 2008 survey 
baseline. 
 
WW comments:  While we applaud the objective, we are not clear on 
whether CalPERS can in fact influence the outcome. 
 
Analysis:   
Objective 11.5 focuses on employer behavior and CalPERS employer 
education programs.  CalPERS is requiring its health plans to 
implement healthy lifestyle programs.  CalPERS needs to ensure 
employers are encouraging their employees to participate in these 
programs.  This objective helps CalPERS measure the employer role 
in wellness programs. 

Continued on next page 
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Comments on Watson Wyatt Worldwide’s Three-Year 
Business Plan Review, Continued 

 
Goal XII (WW 
refers to 
Section XII) 

Objective 12.1:  By December 31, 2007, consistent with the CalPERS 
Partnership for Change, maintain publicly available standardized 
hospital quality and cost efficiency data to help members make 
informed health care decisions. 
 
WW comment #1:  Should there be an objective to develop criteria 
and implementation strategy for identifying and channeling members 
to efficient hospitals based on cost and quality? 
 
Analysis of comment #1: 
The intent of Objective 12.1 is to provide members and employers with 
objective quality and cost information about hospitals.  An important 
question is whether CalPERS can influence where members go for 
hospital care.  CalPERS can educate members about cost and quality, 
and work with health plans to offer services from efficient providers, 
but this doesn’t mean members will use an efficient provider. In 
addition, an objective to develop criteria and an implementation 
strategy is not a “SMART” objective. 
 
WW comment #2:  Add to Section XII:  “By December 31, 2008, 
identify strategies and tools to promote price transparency for 
members at time of care.” 
 
Analysis of comment #2: 
The intent of Objective 12.1 is to provide members and employers with 
objective quality and cost information about hospitals.  The availability 
of standardized hospital quality and cost efficiency data provides 
transparency at the time of use for hospital services, and we believe it 
is premature at this time to set a separate objective dealing with 
physicians and other providers.  In addition, an objective to identify 
tools and strategies is not a “SMART” objective. 

Continued on next page 
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Comments on Watson Wyatt Worldwide’s Three-Year 
Business Plan Review, Continued 

 
Objective 12.2 Objective 12.2:  By December 31, 2008, increase the number of 

purchaser covered lives endorsing the CalPERS Partnership for 
Change to 6 million. 
 
WW comments:  The term “purchaser covered lives” needs to be 
defined. 
 
Analysis: 
Objective 12.2 focuses on increasing the number of organizations 
participating in the CalPERS Partnership for Change.  This objective 
uses the number of covered lives represented by the organizations in 
the Partnership as a measure of our success. 

 
Question 1 WW question 1:  It’s implicit in some of the item, but maybe it should 

be explicit that CalPERS has an obligation and a role in improving the 
state of health care services (quality, efficiency) provided to 
Californians.  Do we believe this? 
 
Analysis: 
CalPERS has an obligation to its members and employers, not to all 
Californians.  CalPERS should play a role in improving the state of 
health care for its members and employers, which will likely help 
improve the state of health care for all Californians.   

 
 


